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The issuance of stock options has
increased over the past several years. For
start-up companies and high technology
companies, such options are necessary to
attract and retain the best employees. In
the following article, Robert R. Pastore,
founder of Pastore Capital Management,
San Francisco, a practicing CPA and a
registered investment adviser, discusses
some of the planning issues associated
with stock options. His article is adapted
from his book Stock Options: An Authori
tative Guide to Incentive and Nonqualified
Stock Options 2nd edition (PCM Capital
Publishing, 2000). ISBN: 0966889924.
PCM Capital Publishing has agreed to
make his book available to AICPA PFP
Membership Section members at a 15%
discount for orders placed through August
31, 2000. In order to receive the discount,
members must order directly from the pub
lisher at 800-536-9250. When placing
your order, be sure to mention that you are
a member of the AICPA PFP Section.
n most cases, a compensatory stock
option becomes exercisable on the
vesting date. Some optionees, howev
er, may exercise options (both nonquali
fied and incentive stock options) before
they vest in what is sometimes called an
early exercise option.
Incentive stock options (ISOs) are com
pensatory options that are granted only to
employees. ISOs satisfy the qualification
requirements under IRC section 422(b).
Nonqualified stock options are compen
satory options that may be granted to
employees or nonemployees such as direc
tors and outside consultants, and that do
not satisfy the qualification requirements
of an incentive stock option.

I

Why Exercise Prior to Vesting?

The early exercise option is effectively
an IRC section 83(b) tax strategy used
when the stock acquired by the exercise of
such option is both subject to a substantial
risk of forfeiture and not transferable on
the date of option exercise.
For example, the optionee exercises
unvested nonqualified stock options and
makes a timely Section 83(b) election (not
later than 30 days after the date of the
option exercise) to recognize ordinary
compensation income on the date of the
option exercise. The amount of income
recognized equals the excess of the stock’s
fair market value (FMV) on the date of the
option exercise over the option exercise
price. Appreciation in the stock price that
occurs after the date of option exercise is
taxed as a capital gain when the stock is
eventually sold.
Continued on page 2

TRENDWATCH
A new bill would permit tax deferral
for capital gain distribution of certain
funds. On, June 26, 2000, Representative

Jim Saxton (R-NJ), Vice Chairman of the
Congressional Joint Economic Commit
tee, introduced legislation that would per
mit a mutual fund shareholder to defer tax
on certain distributions of capital gains
reinvested in the fund. Under H.R. 4723,
a shareholder could exclude from gross
income capital gains distributions
(defined for this purpose to include distri
butions of short-term capital gains) of up
to $3,000 ($6,000 on a joint return) if the
gains are automatically reinvested in addi
Continued on page 2
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TRENDWATCH
(continued from page 1)

tional shares in the fund. The bill pro
vides, however, that these new shares
would have zero cost basis (thus, in
effect, deferring tax on the reinvested
gains until the new shares are
redeemed). This modified taxation of
mutual fund shareholders would apply
to taxable years beginning after the date
this change is enacted.
Investment Company Institute Mutual
Fund Connection (www.ici.org).
“ ‘New economy’ technology has vast
money and time saving applications
in ‘old economy’ industries,” pre
dicts Trend Letter. Old-line industries

(for example, manufacturing, logging,
and agriculture) will improve opera
tional efficiencies and product quality
and increase productivity, giving an
already booming economy another
burst. Labor markets will continue to
be tight, encouraging businesses to use
more labor-saving technology to
ensure continued operational improve
ments. Government agencies and think
tanks will need to develop new eco
nomic measurements.
Trend Letter (May 25, 2000), page 1.
Will family firm members get stock
options? Competition for management

talent at family and closely held busi
nesses has intensified with the prolifer
ation of stock options for public com
pany executives, as well as for a wide
range of employees at high technology
start-ups. New English legislation sig
nals a trend that may allow closely held
companies to join the fray. The pending
legislation would offer special tax
incentives for small companies to offer
key managers stock options: Compa
nies of less that $25 million in assets
would allow companies to offer up to
$150,000 in options to as many as ten
executives tax free.
Family Business Advisor (June
2000), page 4. ♦

2

PLANNER

Stock Options
Continued from page 1
The objective of this tax strategy is to
exercise unvested options before the fair
market value of the stock appreciates
substantially. If events materialize as
expected and the stock’s FMV increas
es, the strategy results in the recognition
of less ordinary compensation income
and more capital gain (short- or long
term depending on the holding period).

any or all shares that have not vested as
of the date Lauren’s employment termi
nates. Sometime later, Lauren’s employ
ment does terminate and on the date of
termination 60 shares are unvested.
Company A exercises its unvested share
repurchase option and pays Lauren a
total of $60 for the 60 unvested shares.
Exercise of Repurchase Option

The risk associated with an early
exercise that is followed by a Section
83(b) election is that, after the stock’s
optionee exercises the option, the stock’s
FMV may increase substantially or may
decrease. Meanwhile, the optionee’s
money is tied up in the stock and he or
she has paid income tax on the recogni
tion of ordinary compensation income.

Terms of the unvested share repur
chase option generally provide that the
corporation, or another person selected
by the corporation, has the right to exer
cise this option within a fixed period
after termination by notifying the
optionee in writing. Generally, if the
corporation does not exercise the
unvested share repurchase option within
the stated period following termination
and the time for exercise of such option
has not been extended by the corpora
tion and the optionee, the unvested share
repurchase option terminates.

Repurchase Option

Escrow

If the option holder does make an early
exercise and later ceases to be an employ
ee or director of or a consultant to the cor
poration, the terms of the early exercise
option generally give the corporation the
right to repurchase, at the optionee’s orig
inal purchase price, any shares that have
not vested as of the termination date. Such
repurchase option constitutes a substan
tial risk offorfeiture when the corporation
may repurchase the shares at the option
ee’s original purchase price.
Generally, the early exercise option
also provides that shares acquired by the
optionee, which are subject to repur
chase by the corporation, are not trans
ferable on the date of option exercise.
If the stock acquired is both subject
to a substantial risk of forfeiture and not
transferable on the date of option exer
cise, income taxation is delayed unless
the optionee files a timely election under
section 83(b) to recognize income on
the date of option exercise.
Consider, for example, the situation
of Lauren, an employee of Company A,
who makes an early exercise of 100
unvested nonqualified stock options at an
exercise price of $1 per share. The early
exercise agreement provides that Com
pany A may repurchase, for $ 1 per share,

Generally, terms of the unvested share
repurchase option require the optionee to
deposit unvested stock certificates or cer
tificates evidencing such unvested shares
into an escrow account. Shares are
released from escrow as they vest.

Risk

Tax Treatment of Forfeited Stock

Naturally, the employee could termi
nate employment before the stock vests
and such termination could result in for
feiture of the stock.
Continued on page 5
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Long-Term-Care Costs and Insurance Policies: Tax Benefits and Tax Problems
By Myron S. Blatt, CPA

ong-term-care insurance (LTCI)
she would enter the home, my brother
is important in both financial
and I were prepared to pay the home
planning and estate planning.
approximately $6,000 for a three-month
LTCI policies serve the dual functionstay
of in order for her to enter the home.
protecting policy owners’ assets from
Vacancies were very low at the time, so
dissipating during their lifetimes and
we didn’t want to risk not getting her
thus keeping the assets available to be
into the particular home we wanted by
passed down to heirs.
waiting for Medicaid approval.
As the proportion of the elderly pop
In 1976, the rate at the home, locat
ulation increases with people living
ed in Westchester County, New York,
longer, the demand for long-term care
was approximately $63 per day. The
will increase. Consequently, the oppor
private rate per day at the home as of
tunity for self-insurance for long-term
January, 2000, was $339—not the high
care will decline because the funds
est rate in the New York City area—and
needed to pay for long-term care will be
is expected to increase in the future. In
too great for all but the very rich. Even
24 years, the rate per day has increased
the very rich may lack the liquidity that
approximately 7.25% annually.
may be required.
Mom passed away in 1992 after
As an example of the funds that could
spending 16 years in the home, far above
be spent on long-term care, consider
the average 3-year stay. Without Medic
what happened in my own family. In
aid paying the bill, the total cost, using
1972 my mother, a widow at the time,
the 7.25% rate of inflation, would have
began to need help with her finances and
been $655,000. For someone entering
the maintenance of her home. I took over
the home today for a 16-year stay the
her finances and arranged for home
total bill without inflation would come to
repair and maintenance services. In 1973
$1,980,000. Using the same inflation
and 1974 my brother and I visited her 3
rate of 7.25% (5% compound or simple
or 4 times per week, taking her shopping
is an option in most long-term-care poli
for food and other necessities and mak
cies) the total bill would come to
ing sure everything in the house was
$3,523,426 (see exhibit 1 below). Exhib
working. By 1975, she no longer could
it 2 on page 4 shows the annual cost per
live alone so we arranged for full-time
year over a 16-year period and, as a
live-in help so that she could remain in
comparison of insurance costs as against
her home. In 1976, there was no choice
one year’s cost, the number of years of
but to place her in a nursing home. By
premium payments for a $6,000 policy
this time her savings had been exhausted.
to equal one year’s cost. The approxim
Since we didn’t know if Medicaid
ate cost of coverage for a couple in their
would be approved for Mom at the time
late 50s would be $6,000.

Moreover, if the funds needed were
first withdrawn from a tax-deferred sav
ings vehicle, an IRA for example, the
costs would be much higher since taxes
would first have to be paid before the
balance could fund long-term-care
needs. (Using a 40% federal and local
tax rate, $1.67 would have to be with
drawn to net $1.00.) This scenario,
however, may become the norm since
more and more savings are contained in
tax deferred savings vehicles.
Obviously, the potential cost of
long-term care is not to be taken lightly
and perhaps is a problem for more peo
ple than originally thought.
Is this just an unusual case? Based
upon statistics, yes. However, the
grandfather of an associate of mine
spent 18 years in a nursing home. Con
sider, too, the number of years Presi
dent Reagan has been incapacitated
with Alzheimer’s disease. According to
the Alzheimer’s Association, a person
with Alzheimer’s lives an average of 8
years, and as many as 20 or more from
the onset of symptoms.
There is little doubt the need for
long-term care is increasing. Therefore,
a long-term care-policy should provide
coverage for what can happen (again
see exhibit 1), not the statistical proba
bility. Do you think your clients would
like to count the days to the expiration
of coverage for a loved one currently
receiving 24-hour care in a location of
their choice?

L

Continued on page 4

Exhibit 1
Potential Cost of One Person in a Nursing Home for Up to 16 Years

Starting at a daily rate of $339 and using a compound inflation rate of 7.25%
Years

$

Years

1
2
3
4

123,735
256,441
398,768
551,414

5
6
7
8
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$
715,126
890,708
1,079,019
1,280,983

Years

$

Years

9
10
11
12

1,497,589
1,729,899
1,979,052
2,246,268

13
14
15
16

$

2,532,857
2,840,224
3,169,875
3,523,426

PLANNER
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Continued from page 3

Exhibit 2
Potential Cost of One Person in a Nursing Home for One Year Starting at a Daily Rate of $339 and Using a Compound Inflation Rate of 7.25%

Year

$

Year

1
2
3
4

123,735
132,706
142,327
152,646

5
6
7
8

$

163,712
175,582
188,311
201,964

Year

$

216,606
232,310
249,153
267,216

9
10
11
12

Year

$

13
14
15
16

286,589
307,367
329,651
353,551

Number of Years of Annual Premiums at $6,000 Per Year Needed to Equal One Year’s Cost Based on the Above
Cost Computation

Year

No. of Years

Year

No. of Years

Year

No. of Years

Year

No. of Years

1
2
3
4

21
22
24
25

5
6
7
8

27
29
31
34

9
10
11
12

36
39
42
45

13
14
15
16

48
51
55
59

Tax-Qualified or Nonqualified?

Tax Problems in Nonqualified Plans

Coverage

The issue of which long-term-care
policy (LTCP), tax qualified or non
qualified, is the best for the holder is in
debate. I believe the correct policy for a
particular individual depends on the
individual’s circumstances, assuming
both types of policies are available.

No tax deductions are available for
premiums paid by individuals, the selfemployed, or businesses for nonqualified
plans. However, these deductions may be
quite small. The “problem” with non
qualifed plans is the potential of having
payments taxed as income. As of now,
the IRS receives a form 1099-LTC from
each payer that reports the benefits paid
for long-term care. A reading of the
1099-LTC form and other applicable
forms indicates payments received from
a nonqualified plan are taxable. It
appears the IRS “does not know” how to
handle this situation. However, the IRS
has requested information about discrep
ancies in the income reported by taxpay
ers and amount reported to the IRS by fil
ers of form 1099-LTC. There is a poten
tial of having to report payments made
under these policies as income without
any offsetting expense since reimbursed
expenses cannot be deducted. It is hard to
believe these payments ever would be
taxable, since taxing them conflicts with
current government policy of encourag
ing the sale of LTCI. This situation may
be cleared up quickly, but, as of now,
there could be a problem.

An important consideration in pur
chasing LTCI is the events that trigger
payments. In tax-qualified plans, bene
fits normally begin when the insured
cannot perform two or more activities
of daily living (ADL)—bathing, main
taining continence, dressing, eating,
using a toilet, transferring from a bed to
a chair—or if the insured requires
supervision because of severe cognitive
impairment such as Alzheimer’s dis
ease. In either case, the disability must
be expected to last more than 90 days.
Although nonqualified plans vary,
benefits usually are triggered by one of
the following conditions:
■ A medical necessity as deter
mined by the insured’s physician.
■ Inability to perform one of 7
ADLs (add walking to the ADLs cited
above).
■ A cognitive impairment.
■ Inability to perform two instru
mental activities of daily living
(IADL): cooking, shopping for food,
traveling to and from a doctor, cleaning
house, doing laundry, managing med
ication, paying bills, and making tele
phone calls.

Tax Benefits of Tax-Qualified Plans

Qualified plans have two potential fed
eral tax breaks. One is a deduction of part
of the premium. The amount of the deduc
tion, however, is limited per insured to
$220 for buyers age 40 or under or to
$2,750 for those 71 or older. Moreover, the
amount is added to the taxpayer’s medical
expenses. Therefore, a deduction can be
claimed only if total medical expenses
exceed 7.5% of adjusted gross income.
Not many buyers of LTCI would qualify.
The self-employed can write off 60%
of the amount the individual can deduct
(see above) and the percentage goes up
in stages to 100% in 2003 and thereafter.
Any payments collected are free of fed
eral income taxes. Tax laws may change
in the future, but it appears the govern
ment is in favor of LTCI and therefore
would not reduce any current benefits.
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Stock Options

Long-Term-Care Insurance Companies

Continued from page 2
In the United States, more than 100 companies sell long-term care insurance.
According to A.M.Best (www.ambest.com), the insurance rating company, the
following ten are the largest ranked by market share:
■ G.E. Capital (www.gecapital.com)

■ Conseco (www.conseco.com)

■ Bankers Life (www.blny.com)

■ Travelers (www.travelers.com)
■ John Hancock (www.jhancock.com)
■ Fortis (www.fortis.com)
■ IDS Life
■ Bankers United
(www.aegonins.com/us_presence/life_companies/bulac.html )

■ Aid Association for Lutherans (www.aal.com)
■ Employers Reassurance (www.ercgroup.com)
The Practical Accountant (April 2000) recommends using companies with
the larger market shares because their chances of remaining solvent are
greater. Furthermore, the Wall Street Journal (June 26, 2000) recently point
ed out that insurance companies routinely apply to regulators for across-theboard rate increases to maintain solvency.

Some policies use a combination of
ADLs and IADLs to determine bene
fits. There is no requirement that the
disability last more than 90 days.
At first glance, it appears nonqual
ified plans offer many more triggers
than tax-qualified plans. However,
this may not be the case. Is there a
need for insurance coverage in the
first 90 days or can the care be cov
ered by savings, Medicare, or perhaps
another insurance policy? Most peo
ple who can’t afford to cover the first
90 days of care can’t afford long
term-care policies.
Furthermore, it may seem a big
advantage to have the insured’s own
doctor able to say he or she needs cov
erage, but the doctor’s opinion may be
challenged and coverage may not
begin. There are nonqualified policies
that don’t include all ADLs, may
require a loss of 3 ADLs, and often
require hands-on assistance.
Some believe the government limits
coverage, as in the qualified plans, to
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keep the claims at a reasonable level to
prevent LTCI premiums from becom
ing too expensive or causing insurance
companies from leaving the market
because of excessive claims.
Selecting a LTCI policy must be on
an individual basis after a careful
review of the policy. Among the ques
tions to be answered are
■ Are any immediate tax benefits
available?
■ Are the tax benefits, including a
deduction on the front of the return in
the future, worth the risk of a total loss
of coverage (perhaps 100+ times the
annual tax savings) because of a lack of
a “trigger” to obtain the coverage?
■ Exactly what does a particular
policy provide?
In any case, if a nonqualified plan is
selected, it should provide for a conver
sion to a tax-qualified plan at the policy
holder’s option without further medical
examinations. The reverse (tax quali
fied to nonqualified) also should be
available to the policy holder. ♦

According to treasury regulation
1.83-2(a), “If property for which a sec
tion 83(b) election in effect is forfeited
while substantially unvested, such for
feiture shall be treated as a sale or
exchange upon which there is realized a
loss equal to the excess (if any) of—
(l)The amount paid (if any) for such
property, over,
(2) The amount realized (if any) upon
such forfeiture.”
In other words, the optionee’s basis
equals the option exercise price (the
amount paid to acquire the stock) despite
the fact that, when he or she exercises a
nonqualified stock option and makes a
timely IRC Section 83(b) election, the
optionee recognizes ordinary compensa
tion income in the amount of the excess
of the stock’s FMV on the date of option
exercise over the option exercise price.
In short, regulation 1.83-2(a) provides
that, in the event of forfeiture, the
optionee does not receive additional
basis for any ordinary compensation
income that he may have recognized on
the date of option exercise.
Suppose Lauren makes an early exer
cise of unvested nonqualified stock
options because she expects the stock’s
FMV to increase substantially. On the
date of option exercise, the stock’s FMV
is $3 per share. Her exercise price is $1
per share. The company has the right to
repurchase unvested shares at the origi
nal purchase price if Lauren’s employ
ment terminates before the vesting date.
Consequently, her shares are subject to a
substantial risk of forfeiture. Further
more, the shares acquired by option
exercise are not transferable on the date
of option exercise.
Lauren files a timely IRC section
83(b) election and therefore recognizes
$2 per share of ordinary compensation
income on the date of option exercise.
The $2 equals the excess of the stock’s
FMV on the date of option exercise over
the option exercise price. Although Lau
ren's basis in the shares that have vested
is $3 per share, regulation 1.83-2(a) pro
vides that her basis in any unvested
shares she sells to the corporation upon
termination is only $1 per share. ♦
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A Current Focus on IA Services
dynamic expansion of a CPA’s practice.
roviding investment advisory
They can add significant value to a
(IA) services is just one aspect
client and to the CPA-client relation
of financial planning, which
encompasses a wide range of consultaship.

Investment advising builds on
tive services, including, for example,
CPAs’ core competencies of focusing
tax planning, estate planning, retire
on clients and anticipating their chang
ment planning, risk management and
ing needs. The trust that clients have in
business succession planning. Even so,
their CPAs is a significant competitive
IA services are currently the focus of
advantage. In addition to trusting rela
much interest and AICPA activity.
tionships with clients, CPAs already
More and more, CPAs are venturing
have the consulting and advisory skills
into investment and the AICPA is
necessary and strong analytical skills to
expanding its programs to ease the way.
help them get established to succeed in
the IA field.
Expanding To Include IA Services
CPAs tend to look at investments
Many CPAs are expressing an inter
like a business. Other attributes that
est in providing financial planning ser
make CPAs well suited to deliver IA
vices, including IA services. Financial
services are their ability to:
planning is one of the core services on
which CPAs will focus in the future,
■ Know numbers.
■ Understand financial statements.
according to the AICPA’s CPA Vision
■ Have an innate conservatism.
Plan. Anticipating and creating oppor
■ Make judgments that emphasize
tunities to shape the future, and search
logic, not emotions.
ing for new ways to provide valueCPAs already act as their clients’
added services to clients, the profession
financial “quarterbacks.” Often, clients
generally is moving to provide consul
are the ones who push their CPAs
tative and advisory services.
toward the IA field, by asking such
It is only natural that CPAs, who
know so much about their clients’
questions as:
■ Where should I put my savings?
financial situations and expectations,
■ I just received a big lump-sum
might want to help these clients plan
pension distribution. Now what are my
and implement investment strategies.
Investment services can represent a
options?

P

AICPA Announces Infobytes,
a New Online Learning Library
The AICPA has opened InfoBytes, an online learning library
designed to help practitioners enhance and update their professional
knowledge and fulfill CPE requirements. For $95 per year, members
have instant access to a broad selection of courses related to personal
financial planning (as well as courses in other disciplines). AICPA
InfoBytes consists of one and two-hour self-study CPE segments, total
ing more than 1,100 hours of training and resources.
The learning library can also serve as a reference library, when a
practitioner is facing a problem and is looking for instant guidance.
All one and two hour segments can be completed in their entirety, or
specific topics reviewed within the module. The fee for the new
library will be included on AICPA dues statements, with an option to
pay, or not. Members can also subscribe to it on the Web. The Insti
tute will make regular additions to the library. The Infobytes URL is
http://infobytes.aicpaservices.org ♦
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■ Finally, I have my divorce settle
ment. What should I do with it?
■ What is the best way to put
money away for my retirement?
■ Can you manage my invest
ments for me?
Ensuring Appropriate Client
Service

CPAs who provide PFP services
commonly find themselves sending
clients to other professionals who can
help implement planning recommenda
tions. Many CPAs would prefer to pro
vide those investment services and earn
the resulting revenues themselves. Rev
enues from ongoing IA services are
commonly pegged to a percentage of
client assets, and, as clients’ assets
grow, so do advisers’ revenues.
Unfortunately, sometimes CPAs
believe clients are getting inadequate
service from other service providers.
They have seen clients suffer from mis
information, inept service or even
intentional misrepresentations. This,
too, provides an incentive for CPAs to
provide IA services.
CPAs are in tune with broad busi
ness issues and therefore recognize that
many trends are fueling the growth in
the market for IA services. These fac
tors include
(1) The growth and robustness of
financial markets in recent years as well
as present uncertainties.
(2) The focus of baby boomers on
retirement planning.
(3) Increasing reliance of millions of
workers on self-directed savings
instead of traditional pension plans.
(4) A recognition that tremendous
amounts of wealth are destined to shift
ownership from one generation to the
next in the coming decades.
Also, changes in the legislative and
regulatory climate have altered the
business landscape in significant ways.
One such change is that many states
have amended laws governing the prac
tice of accounting, making it feasible
for CPAs to enter this field.
A Growing Center for Investment
Advisory

The Center for Investment Advisory
Services (CIAS) is a comprehensive
Continued on page 8
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Time to Renew Your PFP
Membership

Mutual Fund Web Sites

By Dean A. Mioli, CPA, Technical Manager, PFP
our PFP Section membership is
designed to give you an edge in
sustaining your valuable client
Here are four interesting Web sites on the subject of mutual funds.
relationships by providing excellent ser
vice. Hard research tells us that CPAs are
FundAlarm @ http://www.fundalarm.com/
without equal when it comes to trustwor
FundAlarm is created, designed and maintained by Roy Weitz, CPA. This
thiness, integrity, objectivity and compe
non-commercial Web site provides impartial information. FundAlarm helps
tence. This is our CPA Advantage. CPAs
investors make the hardest decision of all, when to “sell” a mutual fund.
are unequivocally on a different plateau
Check to see if mutual funds in your client accounts are rated as “3-Alarm”
from our so-called competitors when it
or “No-Alarm.” You can also find out about recent fund manager changes,
comes to applying the highest levels of
which all-stars left of their own accord and which poor-performers did not
financial planning acumen.
leave of their own accord.
By continuing your membership in
the PFP Section, you receive, at no extra
FundDemocracy @ http://www.funddemocracy.com
cost, a continuing and expanding stream
Mercer Bullard, former Assistant Chief Counsel in the SEC’s Division of
of benefits essential to continuing to pro
Investment Management, owns and operates FundDemocracy. Although the
vide first-rate services. The benefits
Web site is currently under construction and will be “completed” in October
include:
2000, it already offers much information for mutual fund shareholders and is
■ New PFP Library publications, as
an advocate for shareholders’ rights and interests. FundDemocracy is cham
they are published, to help you practice.
pioning more frequent mutual fund holdings’ disclosure with the SEC. There
We are working on two revisions to the
is a hot discussion of the Merrill rule, along with the SEC’s proposal, public
PFP Library right now: an update to the
comment letters and May 23 conference transcript on investment adviser reg
Guide to Registering as an Investment
ulation. The Web site expects to provide ratings, data, and analysis for a fee
Adviser due in October and, a new elec
to professionals.
tronic addition to the PFP Library called
the Guide to Estate Planning due in
The Open Fund @ http://www.metamarkets.com
Talk about disclosure. At MetaMarkets.com. you can follow the action
November. If you have any items that
you would like to see included in the
tick by tick as the portfolio managers trade for the Open Fund. The site
PFP Library, please send them or e-mail
reveals real time trading. You can watch the trading desk in action, but I
them to us.
found it as exciting as uncooked pasta. If you’re interested in technology
■ Money saving discounts on the
equity investments, MetaMarkets.com does a fine job in providing informa
AICPA PFP Technical and Investment
tion and links to communities. MetaMarkets.com site demonstrates what full
Planning Conferences and other valuable
mutual fund disclosure is about, but any investment decision is entirely your
discounts from vendors of software and
own.
other products designed to make your
PFP work easier. The 2001 PFP Techni
iShares @ http://www.ishares.com
What is the latest rage in the mutual fund industry? Exchange-traded
cal Conference will be held January
funds—iShares—are being introduced by Barclays Global Investors.
8-10, in San Diego.
iShares represent a different way to invest in equities. iShares are different
■ The 2000-2001 PFP Practice
index funds that trade like stocks. Each share represents a portfolio of stocks
Handbook will contain valuable updates
designed
to closely track one specific index. iShares trade on the American
and additions including expanded cover
Stock
Exchange
in exactly the same way as shares of a publicly held com
age of ethics issues, including recent rul
pany.
Even
the
granddaddy
of indexing, Vanguard is offering exchange-trad
ings; new additions on alternative busi
ed index funds. Exchange-traded funds have been around for years going
ness formats for advisory practices and
under the names of diamonds, spiders and qubes. The American Stock
acceptable forms of compensation;
Exchange also contains various trusts similar to iShares, for example,
updated information on PFP software;
Biotech Holders Trust.
coverage of the AICPA’s new Web-based
Some advisers would argue that exchange-traded funds are marketable,
Center for Investment Advisory Ser
liquid, low-cost, and tax-efficient and provide ample diversification. One fact
vices; updated marketing tools; financial
is certain: Exchange-traded funds have certainly captured the attention of the
planning Web sites, highlighting our own
favorites; updates on licensing, including
mutual fund industry. Again, I point out the iShares.com site to demonstrate
what is new in the mutual fund industry, but any investment decision is
the new securities licensing exam; and
new, nontraditional sources for lifelong
entirely your own. ♦
learning about PFP.
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A Current Focus on IA Services

One Day Investment Adviser Seminars

Continued from page 6
Web-based resource for AICPA mem
bers. Developed by the AICPA as part of
a member-driven initiative, the CIAS is
designed to help members compete in an
evolving marketplace. Through the
CIAS, the AICPA continues to promote
CPAs, particularly personal financial
specialists, as trusted financial advisers.
The CIAS integrates the AICPA’s
internal resources with strategic rela
tionships developed with carefully
selected external organizations and ven
dors. It has established alliances with
several major service providers in the
investment industry. One key alliance is
with Fidelity Investments Institutional
Brokerage Group, which is the preferred
provider of clearing and custody ser
vices. Other alliances include Ibbotson
Associates, the Investment Management
Consultants Association, Morningstar,
National Regulatory Services, Securities
Training Corporation and Standard &
Poors. Through the CIAS, these vendors
generally provide preferential pricing to
AICPA members.

CPAs interested in the CIAS can get
more information by calling 1-877-66AICPA or by visiting http://investmentad
visory.aicpa.org. ♦

Time to Renew Your PFP
Membership
Continued from page 7

CPAs offering or wishing to offer invest
ment advisory services soon can get vital
guidance from seminars hosted by Nation
al Regulatory Services, which specializes
in financial services registration and com
pliance consulting and is a partner in the
AICPA’s Center for Investment Advisory
Services. Participants will take away an
understanding of investment advisory
compliance requirements as well as the
facts to make a well-informed decision on
expanding the scope of their practice to
include advisory services.
Locations and Dates

■ Information about the New Cen
ter for Investment Advisory Services,
which contains top quality state-of-the
art tools, training support and guidance
necessary at special discounted prices
to build a successful investment adviso
ry practice. You can visit the Web site,
http://investmentadvisory.aicpa.org .

Personal Financial Specialists should
note that the AICPA dues bill they
received includes their PFP Section
Membership fee along with their reac
creditation fee. ♦

Chicago
Boston
Dallas
San Diego
Miami

July 18
August 23
September 21
October 5
October 17

The discounted fee for AICPA mem
bers is $421, workbook included.
For more information or to receive the
full agenda and registration packet, contact
Renée Betar at 860-435-2541, ext. 1885,
or e-mail rbetar@nrs-inc.com. Informa
tion is also available at www.nrs-inc.com
and http://investmentadvisory .aicpa.org.
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